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Letter to Shareholders

February 5, 2009

To Our Shareholders and Friends:

The net profit for 2008 was $1,304,929 or $2.17 per share. This produced a return on average equity 
of 5.6%. This return was similar to 2007 when earnings per share amounted to $2.20 per share and the 
return on average equity was 5.8%. This is the first year in which our financial results are reported for 
Dart Financial Corporation, the holding company that was formed with your approval. The holding 
company structure, as you know, will allow for greater flexibility in our operations.

Total dividends paid to shareholders in 2008 were $1,020,000. This was $180,000 less than 2007. 
The reduction is due to the need to strengthen Capital due to our growth. We had total asset growth 
of 11% during the year or $26.9 million—the largest dollar increase in the history of your bank! 
Too, we are a well-capitalized bank according to standards used by our regulators.

While not satisfied with our net profit there were notable achievements during 2008. In addition to our 
growth in assets, improvements occurred with our net interest margin, as well as increases in our loan 
and investment totals. Also, our costs were exceedingly well controlled, up slightly more than 1%, and 
almost entirely due to the one-time costs of approximately $50,000 for forming the holding company.

You will notice a substantial change in our Holt–South Lansing bank. Local designers and contractors 
have totally transformed the interior. We will be anxious to learn what you think when you attend the 
Annual Meeting. We are very pleased with the result.

As shared with you in our 2007 Annual Report, increases in our problem loans continue to challenge us. 
In response we have made organizational changes in our loan department that devote resources to 
working with affected borrowers. As you review the Annual Report you will note the large increase in our 
loan loss reserve. We have increased this reserve by nearly 42% over the prior year and this will serve our 
need for future shortfalls while collecting these loans. We are continuing to increase this reserve.

No doubt you have read or heard about the U.S. Treasury Department’s capital investments in many 
of our nation’s banks. In releasing funds to banks, under the Troubled Asset Relief Program, it is the 
government’s position that the banks should use these funds to make new loans. The Treasury 
Department feels that increased lending by banks is the path out of the recession. The Board has studied 
the provisions of this program very closely. However, Dart Bank has increased lending in each of the 
last three years, has strong capital and ample liquidity. The Board has decided not to accept this form 
of capital.

Trading in our shares has been very limited during the past year and because of this, statements as to 
average price are not meaningful. A price level would seem to be in the $50 to $55 range at this time. 
This price range is substantially above the book value of our shares whereas the share prices of publicly 
traded Michigan bank stocks have continued to fall dramatically to levels below their book values.

In last year’s Annual Report we featured several of our clients who told of ways we differ from other 
banks. These differences we call “The Dart Difference.” In the pages of this report we feature 
photographs and statements from another important contributor to this difference—our fellow 
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employees. During this past year a number of informal meetings were held with our employees. 
The intent of these meetings was to put in writing what we consider to be our primary values. 
We believe, that as an organization, we have lived and practiced all of the values that are shown on 
the list. The meetings allowed every employee to voice his or her opinion and the result is the list you 
see. You will find these values printed on the same page as our mission statement within this report. 
We will continue to meet to insure that we keep these values alive.

This year’s Annual Meeting will begin at 6:30 p.m. on March 24, 2009 at our Delhi–South Lansing 
bank. The refreshments that you enjoy will be served at the conclusion of our meeting. Our managers 
and directors enjoy this opportunity to meet and get to know you better.

Warmest wishes to all.

Sincerely,

Peter Kubacki, Rollin Dart, 
and Richard Cheney

Peter Kubacki	 Richard Cheney	 Rollin Dart, CRO
President and CEO	 Chairman of the Board	 Chairman Emeritus
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From Our Employees

Always give more to the customer than what they expect to get.
—Kendra Waldie, Personal Banker, Grand Ledge Office

It’s not so much that the customer is always right, it’s that I always treat 
my customers right!
—Debbie Shunk-Gillam, Lead Teller, Mason

Knowing that I provided The Dart Difference is receiving a note from my 
customer, that is new to the area and new to the bank, thanking me for all 
the opportunities I have opened up for them.
—Devin Lavengood, Grand Ledge Office Manager

I make The Dart Difference by working with people, not dealing with them.
—Faith Easton, Customer Service Representative, Delhi

I always try to make sure that the loan solution I suggest to my customer is the 
one that will best satisfy their need at the moment and long term.
—Sharon Thompson, AVP

A while back a customer was late getting here at Delhi to complete an auto 
loan. I was walking out at around 5:15 and the customer stopped me, 
apologized, and asked if he was “too late”...I called Trina from the parking  
lot and she said “bring ’em in, we’ ll take care of it.”
—Scott Cornell, IT Officer

My customers are also my friends. I like to pay attention to what they need on  
a personal level, as well as financial, and provide helpful information to them.
—Melanie Dart

When asked what The Dart Difference meant to them, 
these were some of our employees’ responses:
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One comment that I have heard repeatedly is “It’s so nice to call a financial 
institution where real people answer the telephone.”
—Sheila Pawlowski

When customers call late in the afternoon, close to closing time, I’ve often heard 
them say, “I know you’re getting ready to go home so I’ ll try not to take up too 
much time.” My statement back to them is, “You are the reason I’m here, please 
take your time.” They always seem so surprised by that statement. It makes me 
wonder if, when they are calling other places close to closing time, they are 
made to feel rushed as if they are “holding up” the person answering the phone. 
The Dart Difference here is our last customer of the day gets the same customer 
service as the first customer of the day.
—Diana Ebare, Customer Service Center

I feel a sense of accomplishment each time a customer leaves with a smile.
—Gretchen Warner, Customer Service Representative, Holt

I believe that I make The Dart Difference because I take my time and listen 
to my customers’ needs, to make them feel comfortable.
—Deb Fedewa, Customer Service Representative, Holt

I go the extra mile to ensure my customers’ experience with Dart Bank is 
a great experience and that they will tell others about it.
—Trina Austin, Assistant Manager, Holt Office

By learning about the customer (their history/stories) that have helped them 
achieve their goals, allows me to understand them, helps me to build trust 
and a great relationship. This, to me, is the foundation of customer service.
—Miranda Cloud, Customer Service Representative
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Five-Year Comparative Balance Sheets

	 As of December 31,

Assets	 2008	 2007	 2006	 2005	 2004

Cash and due from banks	 $	 4,909,218	 $	 4,284,852	 $	 6,298,695	 $	 6,126,503	 $	 6,317,780

Federal funds sold		  7,166,099		  867,385		  6,236,975		  5,989,026		  6,437,000

Cash and cash equivalents		  12,075,317		  5,152,237		  12,535,670		  12,115,529		  12,754,780

Interest-bearing deposits		  3,859,549		  4,254,749		  4,759,890		  3,672,119		  994,485

Investment securities		  49,998,254		  47,007,182		  54,525,455		  57,055,257		  54,585,664

Federal Home Loan Bank stock		  1,305,000		  765,900		  765,900		  770,700		  754,800

Net loans		  186,624,645		  171,604,594		  148,078,954		  135,489,709		  137,783,300

Premises and equipment, net		  4,886,299		  4,798,834		  4,742,780		  4,887,563		  3,901,995

Accrued interest receivable		  1,204,076		  1,214,897		  1,133,872		  1,028,221		  997,758

Foreclosed and repossessed assets		  89,700		  345,226		  502,800		  830,954		  706,506

Bank-owned life insurance		  5,270,881		  3,641,400		  –		  –		  –

Other assets		  1,392,077		  1,049,443		  980,858		  1,321,354		  1,203,794

		  $	266,705,798	 $	239,834,462	 $	228,026,179	 $	217,171,406	 $	213,683,082

Liabilities and Shareholders’ Equity

Deposits

	 Interest-bearing	 $	186,377,318	 $	175,157,715	 $	173,904,503	 $	162,867,332	 $	160,226,486

	 Noninterest-bearing		  29,196,922		  29,023,918		  28,817,781		  28,810,011		  27,754,176

			   215,574,240		  204,181,633		  202,722,284		  191,677,343		  187,980,662

FHLB advances		  26,100,000		  11,100,000		  1,100,000		  2,100,000		  2,100,000

Accrued interest payable		  566,422		  723,497		  713,313		  567,274		  503,583

Deferred compensation		  341,910		  384,819		  406,691		  411,651		  415,338

Other liabilities		  322,313		  333,209		  344,769		  427,609		  540,315

			   242,904,885		  216,723,158		  205,287,057		  195,183,877		  191,539,898

Shareholders’ equity

	 Common stock		  17,000,000		  17,000,000		  17,000,000		  17,000,000		  17,000,000

	 Retained earnings		  6,423,506		  6,138,577		  6,017,256		  5,154,972		  4,486,226

	 Accumulated other comprehensive 
	    income (loss)		  377,407		  (27,273)		  (278,134)		  (167,443)		  656,958

			   23,800,913		  23,111,304		  22,739,122		  21,987,529		  22,143,184

Total liabilities and shareholders’ equity	 $	266,705,798	 $	239,834,462	 $	228,026,179	 $	217,171,406	 $	213,683,082
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Five-Year Comparative Statements of Income

	 Years Ended December 31,

Interest and dividend income	 2008	 2007	 2006	 2005	 2004

	 Loans, including fees	 $	12,121,214	 $	11,539,619	 $	10,219,867	 $	9,267,563	 $	9,053,299

	 Investment securities		  2,191,921		  2,514,460		  2,596,323		  2,549,557		  2,622,073

	 Federal funds sold and other		  241,406		  476,864		  336,080		  343,085		  108,901

			  14,554,541		 14,530,943		 13,152,270		 12,160,205		 11,784,273

Interest expense

	 Deposits		  5,858,200		  6,834,067		  5,669,805		  4,631,101		  3,960,196

	 FHLB advances and other		  746,300		  299,696		  62,373		  60,744		  62,347

			   6,604,500		  7,133,763		  5,732,178		  4,691,845		  4,022,543

Net interest income		  7,950,041	 	 7,397,180		  7,420,092		  7,468,360		  7,761,730

Provision for (reduction of provision for) 
	 loan losses		  1,457,685		  595,710		  (476,685)		  123,280		  647,749

Net interest income after provision 
	 for loan losses		  6,492,356	 	 6,801,470		  7,896,777		  7,345,080		  7,113,981

Noninterest income		  1,694,516		  1,384,515		  1,183,474		  1,124,095		  901,649

Noninterest expense

	 Compensation and benefits		  3,634,680		  3,592,009		  3,529,286		  3,342,030		  3,074,338

	 Occupancy and equipment		  891,180		  934,693		  1,031,648		  879,799		  767,716

	 Office supplies		  164,230		  207,043		  147,021		  183,500		  149,750

	 Charitable contributions		  95,371		  85,698		  94,095		  100,432		  110,600

	 Other		  1,791,482		  1,689,221		  1,666,917		  1,657,668		  1,282,391

			   6,576,943		  6,508,664		  6,468,967		  6,163,429		  5,384,795

Income before federal income taxes		  1,609,929		  1,677,321		  2,611,284		  2,305,746		  2,630,835

Federal income taxes		  305,000		  356,000		  639,000		  557,000		  670,000

Net income	 $	1,304,929	 $	1,321,321	 $	1,972,284	 $	1,748,746	 $	1,960,835
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INDEPENDENT AUDITORS’ REPORT 

 

February 19, 2009 

 
 
Shareholders and Board of Directors  

Dart Financial Corporation 

Mason, Michigan 

 
 
We have audited the accompanying consolidated balance sheets of Dart Financial Corporation 

as of December 31, 2008 and 2007, and the related consolidated statements of income, 

comprehensive income, changes in shareholders’ equity, and cash flows for the years then ended. 

These consolidated financial statements are the responsibility of the Corporation’s management. 

Our responsibility is to express an opinion on these consolidated financial statements based on 

our audits.  

 
We conducted our audits in accordance with auditing standards generally accepted in the United 

States of America. Those standards require that we plan and perform the audit to obtain 

reasonable assurance about whether the consolidated financial statements are free of material 

misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 

disclosures in the consolidated financial statements. An audit also includes assessing the 

accounting principles used and significant estimates made by management, as well as evaluating 

the overall financial statement presentation. We believe that our audits provide a reasonable basis 

for our opinion. 

 
In our opinion, the consolidated financial statements referred to above present fairly, in all 

material respects, the consolidated financial position of Dart Financial Corporation as of 

December 31, 2008 and 2007, and the consolidated results of their operations and their cash 

flows for the years then ended, in conformity with accounting principles generally accepted in 

the United States of America. 
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Consolidated Balance SheetsDART FINANCIAL CORPORATION

CONSOLIDATED BALANCE SHEETS

                                    December 31,
ASSETS 2008 2007

Cash and due from banks 4,909,218$      4,284,852$     
Federal funds sold 7,166,099       867,385         

Cash and cash equivalents 12,075,317    5,152,237      

Interest-bearing deposits 3,859,549       4,254,749      
Investment securities:

Available-for-sale, at estimated fair value 48,345,810 44,241,294
Held-to-maturity (estimated fair value of $1,702,865 at 

December 31, 2008 and 2,821,323 at December 31, 2007) 1,652,444       2,765,888      
Federal Home Loan Bank stock, at cost 1,305,000       765,900         
Net loans 186,624,645  171,604,594  
Premises and equipment, net 4,886,299       4,798,834      
Accrued interest receivable 1,204,076       1,214,897      
Foreclosed and repossessed assets 89,700            345,226         
Bank-owned life insurance 5,270,881       3,641,400      
Other assets 1,392,077       1,049,443      

Total assets 266,705,798$  239,834,462$  

LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits 

Interest bearing 186,377,318$ 175,157,715$ 
Noninterest bearing 29,196,922    29,023,918    

 

Total deposits 215,574,240    204,181,633    

FHLB advances 26,100,000    11,100,000    
Accrued interest payable 566,422          723,497         
Deferred compensation 341,910          384,819         
Other liabilities 322,313          333,209         

Total liabilities 242,904,885    216,723,158    

Commitments and contingencies (Notes 14, 15, 16, and 17)

Shareholders' equity
Common stock, issued without par; 1,000,000 shares

authorized, 600,000 shares issued and outstanding 17,000,000    17,000,000    
Retained earnings 6,423,506       6,138,577      
Accumulated other comprehensive income (loss) 377,407          (27,273)          

Total shareholders' equity 23,800,913      23,111,304      

Total liabilities and shareholders' equity 266,705,798$  239,834,462$  

The accompanying notes are an integral part of these consolidated financial statements.



10	 Dart Financial Corporation 84th Annual Report • 2008

DART FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF INCOME

Year Ended December 31,
2008 2007

Interest income
Loans, including fees 12,121,214$ 11,539,619$
Investment securities 2,191,921     2,514,460   
Federal funds sold and other 241,406        476,864      

Total interest income 14,554,541   14,530,943   

Interest expense
Interest expense on deposits 5,858,200     6,834,067   
Interest expense on FHLB advances and other 746,300        299,696      

Total interest expense 6,604,500     7,133,763   

Net interest income 7,950,041     7,397,180     

Provision for loan losses 1,457,685     595,710      

Net interest income after provision for loan losses 6,492,356     6,801,470     

Noninterest income 1,694,516     1,384,515   

Noninterest expenses
Compensation and benefits 3,634,680     3,592,009   
Occupancy and equipment 891,180        934,693      
Office supplies 164,230        207,043      
Charitable contributions 95,371          85,698        
Other 1,791,482     1,689,221   

Total noninterest expenses 6,576,943     6,508,664   

Income before federal income taxes 1,609,929     1,677,321   
 
Federal income taxes 305,000        356,000      

Net income 1,304,929$   1,321,321$   

 
Net income per basic share of common stock 2.17$            2.20$            

The accompanying notes are an integral part of these consolidated financial statements.

Consolidated Statements of Income



11

Consolidated Statements of Comprehensive Income
DART FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

                                    Year Ended December 31,
2008 2007

Unrealized holding gains on available-for-sale
securities arising during the year 613,165$     387,919$     

Reclassification adjustment for realized gains included 
    in net income -                  (7,841)         

Other comprehensive income before federal income taxes 613,165       380,078       

Deferred federal income taxes related to other comprehensive
    income (208,485)     (129,217)     

Other comprehensive income 404,680       250,861       

Net income 1,304,929    1,321,321    

Comprehensive income 1,709,609$  1,572,182$ 

The accompanying notes are an integral part of these consolidated financial statements.
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DART FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Accumulated

Common Other Total

Stock Retained Comprehensive Shareholders'

(Note 20) Earnings Income (Loss) Equity

  Balances, January 1, 2007 17,000,000$    6,017,256$      (278,134)$             22,739,122$      

Comprehensive income -                      1,321,321      250,861               1,572,182         

Cash dividends ($2.00 per share) -                       (1,200,000)       -                            (1,200,000)         

  Balances, December 31, 2007 17,000,000      6,138,577 (27,273)                 23,111,304        

Comprehensive income -                      1,304,929      404,680               1,709,609         

Cash dividends ($1.70 per share) -                       (1,020,000)       -                            (1,020,000)         

 Balances, December 31, 2008 17,000,000$    6,423,506$      377,407$              23,800,913$      

The accompanying notes are an integral part of these consolidated financial statements.

Consolidated Statements of Changes in Shareholders’ Equity
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Consolidated Statements of Cash Flows
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
2008 2007

Cash flows from operating activities
Net income 1,304,929$      1,321,321$      
Adjustments to reconcile net income to net

cash provided by operating activities
Depreciation and amortization 465,718          416,175          
Provision for loan losses 1,457,685        595,710            
Increase in cash surrender value of BOLI (229,481)          (41,400)             
Deferred federal income tax benefit (263,000)         (156,000)         
Gain on sales of investments -                     (7,841)             
Gain on sales of loans (35,051)           (9,263)             
Proceeds from sales of loans 5,445,584       1,360,036       
Loss on disposals of property and equipment -                     3,932              
Loss on sale of foreclosed assets 5,270              45,089            
Net amortization of premiums on investments 65,799            79,795            
Changes in operating assets and liabilities

which (used) provided cash
Accrued interest receivable and other assets (422,111)         (218,642)         
Accrued interest payable and other liabilities (210,880)         (23,248)           

Net cash provided by operating activities 7,584,462       3,365,664       

Cash flows from investing activities
Activity in available-for-sale securities

Purchases (18,361,933)    (6,492,386)      
Sales, maturities, calls, and prepayments 14,804,930     13,782,458     

Maturities, calls, and prepayments of held-to-maturity securities 1,113,296       536,325          
Purchase of bank-owned life insurance (1,400,000)      (3,600,000)      
Net change in interest-bearing deposits 395,200          505,141          
Loan principal originations and collections, net (22,019,969)    (25,715,434)    
Purchases and construction of premises and equipment (408,369)         (380,346)         
Proceeds from sales of foreclosed assets 381,956          355,796          
Purchases of FHLB stock (539,100)         -                      

Net cash used in investing activities (26,033,989)    (21,008,446)    

Cash flows from financing activities
Acceptances and withdrawals of deposits, net 11,392,607     1,459,349       
Proceeds from FHLB advances 15,000,000     13,000,000     
Repayments of FHLB advances -                     (3,000,000)      
Dividends paid (1,020,000)      (1,200,000)      

Net cash provided by financing activities 25,372,607      10,259,349       
 
Net increase (decrease) in cash and cash equivalents 6,923,080        (7,383,433)        

Cash and cash equivalents, beginning of year 5,152,237        12,535,670       

Cash and cash equivalents, end of year 12,075,317$    5,152,237$      

The accompanying notes are an integral part of these consolidated financial statements.

DART FINANCIAL CORPORATION
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Notes to Consolidated Financial Statements

DART FINANCIAL CORPORATION 
 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

 
 

 

1. BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Business and Concentrations of Risk 
 

The consolidated financial statements include the accounts of Dart Financial 
Corporation, a registered bank holding company (the “Corporation”), and its wholly- 
owned subsidiary The Dart Bank (the “Bank”) (see Note 20) and the Bank’s subsidiaries, 
The Dart Mortgage Company, LLC and TDB Services, Inc. The Dart Mortgage 
Company, LLC is a mortgage banking company which is 99% owned by the Bank and 
1% owned by TDB Services, Inc. TDB Services, Inc. is owned 100% by the Bank and its 
only business activity is its 1% ownership in The Dart Mortgage Company, LLC. All 
significant intercompany balances and transactions have been eliminated in 
consolidation.  

 
The Bank is an independently-owned community bank engaged in the business of retail 
and commercial banking services through its three full-service offices located in Mason, 
Holt, and Grand Ledge. Active competition, principally from other commercial banks, 
savings banks, and credit unions, exists in all of the Bank’s primary markets. The Bank’s 
results of operations can be significantly affected by changes in interest rates or changes 
in the automotive and agricultural industries which comprise a significant portion of the 
local economic environment. 

 
The Bank’s primary deposit products are interest and noninterest bearing checking 
accounts, savings accounts, and time deposits, and its primary lending products are real 
estate mortgages and commercial and consumer loans. Note 3 further describes the types 
of lending in which the Bank engages and Note 7 provides additional information on 
deposits. Note 2 describes the types of securities in which the Bank invests. The Bank 
does not have any significant concentrations to any one industry, customer, or depositor. 

 
The Bank is a state chartered bank and is a member of the Federal Deposit Insurance 
Corporation (“FDIC”) Bank Insurance Fund. The Bank is subject to the regulations and 
supervision of the FDIC and state regulators and undergoes periodic examinations by 
these regulatory authorities. The Corporation (see Note 20) is further subject to 
regulations of the Federal Reserve Board governing bank holding companies. 
 
Summary of Significant Accounting Policies 

 
Accounting policies used in preparation of the accompanying consolidated financial 
statements conform to predominant banking industry practices and are based on 
generally accepted accounting principles. The principles which materially affect the 
determination of the financial position or results of operations of the Corporation and its 
subsidiaries are summarized below. 
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Use of Estimates 
 

In preparing consolidated financial statements in conformity with accounting principles 
generally accepted in the United States of America, management is required to make 
estimates and assumptions that affect the reported amounts of assets and liabilities as of 
the date of the consolidated balance sheet and the reported amounts of revenues and 
expenses during the reporting year. Actual results could differ from those estimates. 
Material estimates that are particularly susceptible to significant change in the near term 
relates to the determination of the allowance for loan losses and the fair values of certain 
investment securities. 
 
Fair Value Measurements 

 
On January 1, 2008, the Corporation adopted Statement of Financial Accounting 
Standards (“SFAS”) No. 157, Fair Value Measurement (“SFAS 157”), which defines fair 
value, establishes a framework for measuring fair value under accounting principles 
generally accepted in the United States, and enhances disclosures about fair value 
measurements. The Corporation elected to delay the application of SFAS 157 to 
nonfinancial assets and nonfinancial liabilities, as allowed by Financial Accounting 
Standards Board (“FASB”) Staff Position (“FSP”) SFAS 157-2. FSP SFAS 157-3 
clarifies the application of SFAS 157 in a market that is not active. SFAS 157 (as 
amended) applies whenever other financial reporting standards require (or permit) assets 
or liabilities to be measured at fair value and, therefore, does not expand the use of fair 
value in any new circumstances. Fair value is defined as the exchange price that would be 
received to sell an asset or paid to transfer a liability in the principal or most 
advantageous market for the asset or liability in an orderly transaction (i.e., not a forced 
transaction, such as a liquidation or distressed sale) between market participants at the 
measurement date. SFAS 157 (as amended) clarifies that fair value should be based on 
the assumptions market participants would use when pricing an asset or liability and 
establishes a fair value hierarchy that prioritizes the information used to develop those 
assumptions. The fair value hierarchy gives the highest priority to quoted prices in active 
markets and the lowest priority to unobservable data. SFAS 157 (as amended) requires 
fair value measurements to be separately disclosed by level within the fair value 
hierarchy. For assets and liabilities recorded at fair value, it is the Corporation’s policy to 
maximize the use of observable inputs and minimize the use of unobservable inputs when 
developing fair value measurements for those financial instruments for which there is an 
active market. In cases where the market for a financial asset or liability is not active, the 
Corporation includes appropriate risk adjustments that market participants would make 
for nonperformance and liquidity risks when developing fair value measurements. Fair 
value measurements for assets and liabilities for which  limited or no observable market 
data exists  are accordingly based primarily upon estimates, are often calculated based on 
the economic and competitive environment, the characteristics of the asset or liability and 
other factors. Therefore, the results cannot be determined with precision and may not be 
realized in an actual sale or immediate settlement of the asset or liability. Additionally, 
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there may be inherent weaknesses in any calculation technique, and changes in the 
underlying assumptions used, including discount rates and estimates of future cash flows, 
could significantly affect the results of current or future values. The initial adoption of 
SFAS 157 did not have any impact on the Corporation’s consolidated financial position 
or results of operations. For a further discussion of SFAS 157, refer to Note 18 to the 
consolidated financial statements. 

 
Cash and Cash Equivalents 

 
Cash and cash equivalents include cash on hand, amounts due from banks, and federal 
funds sold. Generally, federal funds are sold for a one-day period. The Bank maintains 
deposit accounts in various financial institutions which generally exceed FDIC insured 
limits or are not insured.  

 
Interest-Bearing Deposits 

 
Interest-bearing deposits in banks represent certificates of deposit that mature within 5 
years and are carried at cost. 

 
Investment Securities 

 
Securities that the Bank has the positive intent and ability to hold to maturity are 
classified as “held-to-maturity” and recorded at amortized cost. All other securities are 
classified as “available-for-sale” and recorded at fair value, with unrealized gains and 
losses, net of the effect of deferred income taxes, excluded from earnings and reported as 
a net amount in other comprehensive income.  
 
Purchase premiums and discounts are recognized in interest income using the interest 
method over the terms of the securities. Declines in the fair value of held-to-maturity and 
available-for-sale securities below their cost that are deemed to be other-than-temporary 
are reflected in earnings as realized losses. In determining whether other-than-temporary 
impairment exists, management considers several factors, including 1) the length of time 
and extent to which fair value has been less than cost, 2) the financial condition and near-
term prospects of the issuer, and 3) the intent and ability of the Bank to retain its 
investment in the issuer for a period of time sufficient to allow for anticipated recovery 
in fair value. Gains or losses on the sale of securities are recorded on the trade date and 
are determined using the specific identification method.  
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Restricted Investments 
 
The Bank is a member of the Federal Home Loan Bank System and is required to invest in 
capital stock of the Federal Home Loan Bank of Indianapolis (“FHLB”). The amount of the 
required investment is based upon the balance of the Bank’s outstanding home mortgage 
loans or advances from the Federal Home Loan Bank and is carried at cost plus the value 
assigned to stock dividends. 
 
Transfers of Financial Assets 
 
Transfers of financial assets are accounted for as sales when control over the assets has been 
surrendered. Control over transferred assets is determined to be surrendered when 1) the 
assets have been isolated from the Bank, 2) the transferee obtains the right (free of 
conditions that constrain it from taking advantage of that right) to pledge or exchange the 
transferred assets, and 3) the Bank does not maintain effective control over the transferred 
assets through an agreement to repurchase them before their maturity. 
 
Loans and Related Income 

 
Loans that the Bank has the positive intent and ability to hold for the foreseeable future or 
until maturity or pay-off are generally reported at their outstanding unpaid principal 
balances adjusted for charge-offs, the allowance for loan losses, and any unamortized 
deferred fees or costs on originated loans. Interest income is accrued on the unpaid principal 
balance. Loan origination fees, net of certain direct loan origination costs, are deferred and 
recognized as an adjustment of the related loan yield using the interest method. 
 
The accrual of interest on mortgage and commercial loans is discontinued at the time the 
loan is 90 days past due unless the credit is well-secured and in process of collection. 
Personal loans are typically charged off no later than 120 days past due. Past due status is 
based on contractual terms of the loan. In all cases, loans are placed on non-accrual or 
charged-off at an earlier date if collection of principal and interest is considered doubtful. 
 
All interest accrued in the current year but not collected for loans that are placed on non-
accrual or charged-off status is reversed against interest income. The interest on these loans 
is accounted for on the cash-basis or cost-recovery method, until qualifying for return to 
accrual. Loans are returned to accrual status when all principal and interest amounts 
contractually due are brought current and future payments are reasonably assured. For 
impaired loans not classified as nonaccrual, interest income continues to be accrued over 
the term of the loan based on the principal amount outstanding. 
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Allowance for Loan Losses 
 
The allowance for loan losses is established as losses are estimated to have occurred 
through a provision for loan losses charged to earnings. Loan losses are charged against the 
allowance when management believes the uncollectability of the loan balance is confirmed. 
Subsequent recoveries, if any, are generally credited to the allowance. 
 
The allowance for loan losses is evaluated on a regular basis by management and is based 
upon management’s periodic review of the collectability of the loans in light of historical 
experience, the nature and volume of the loan portfolio, adverse situations that may affect 
the borrower’s ability to repay, estimated value of any underlying collateral, and prevailing 
economic conditions. This evaluation is inherently subjective as it requires estimates that 
are susceptible to significant revision as more information becomes available. 
 
The allowance consists of specific, general, and unallocated components. The specific 
component relates to loans that are classified as doubtful, substandard, or special mention. 
For such loans that are classified as impaired, an allowance is established when the 
discounted cash flows (or collateral value or observable market price) of the impaired loan 
is lower than the carrying value of that loan. The general component covers non-classified 
loans and is based on historical loss experience adjusted for qualitative factors. An 
unallocated component is generally maintained to cover uncertainties that could affect 
management’s estimate of probable losses. The unallocated component of the allowance 
reflects the margin of imprecision inherent in the underlying assumptions used in the 
methodologies for estimating specific and general losses in the portfolio. 
 
A loan is considered impaired when, based on current information and events, it is probable 
that the Bank will be unable to collect the scheduled payments of principal or interest when 
due according to the contractual terms of the loan agreement. Factors considered by 
management in determining impairment include payment status, collateral value, and the 
probability of collecting scheduled principal and interest payments when due. Loans that 
experience insignificant payment delays and payment shortfalls generally are not classified 
as impaired. Management determines the significance of payment delays and payment 
shortfalls on a case-by-case basis, taking into consideration all of the circumstances 
surrounding the loan and the borrower, including the length of the delay, the reasons for the 
delay, the borrower’s prior payment record, and the amount of the shortfall in relation to the 
principal and interest owed. Impairment is measured on a loan-by-loan basis for commercial 
and construction loans by either the present value of expected future cash flows discounted 
at the loan’s effective interest rate or the fair value of the collateral if the loan is collateral 
dependent. 
 
Large groups of smaller balance homogeneous loans are collectively evaluated for 
impairment. Accordingly, the Bank does not separately identify individual consumer and 
residential loans for impairment disclosures, unless such loans are the subject of a 
restructuring agreement. 
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Loan Servicing 
 
Servicing assets are recognized as separate assets when mortgaging servicing rights are 
acquired through purchase or through sale of financial assets. Generally, purchased 
servicing rights are capitalized at the cost to acquire the rights. For sales of mortgage loans, 
a portion of the cost of originating the loan is allocated to the servicing right based on 
relative fair value. Fair value is estimated based generally on market prices for comparable 
mortgage servicing contracts, when available. Servicing assets are evaluated for 
impairment based upon the fair value of the rights as compared to amortized cost. 
Servicing assets or liabilities are amortized in proportion to and over the period of net 
servicing income or net servicing loss and are assessed for impairment or increased 
obligation based on fair value of rights compared to amortized cost at each reporting date. 
Impairment is determined by stratifying rights into tranches based on predominant risk 
characteristics, such as interest rate, loan type, and investor type. Impairment is recognized 
through a valuation allowance for an individual tranche, to the extent that fair value is less 
than the capitalized amount for the tranche. If the Bank later determines that all or a 
portion of the impairment no longer exists for a particular tranche, a reduction of the 
allowance may be recorded as an increase to income. Capitalized servicing rights are 
reported in other assets on the consolidated balance sheets. 
 
Servicing fee income is recorded for fees earned for servicing loans. The fees are based on 
a contractual percentage of the outstanding principal or a fixed amount per loan and are 
recorded as income when earned. The amortization of mortgage servicing rights is netted 
against loan servicing fee income.  
 
Foreclosed and Repossessed Assets 
 
Assets acquired through, or in lieu of, loan foreclosure or repossession are held for sale and 
are initially recorded at fair value at the date of transfer, establishing a new cost basis. 
Subsequent to foreclosure or repossession, valuations are periodically performed by 
management and the assets are carried at the lower of the carrying amount or fair value 
less costs to sell. Revenue and expenses from operations and changes in the valuation 
allowance are included in net expenses from foreclosed assets. 
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Premises and Equipment 
 
Land is carried at cost. Buildings and equipment are carried at cost, less accumulated 
depreciation. Depreciation is computed principally by the straight-line method based upon 
the useful lives of the related assets which generally range from 3 to 40 years. 
Maintenance, repairs, and minor alterations are charged to current operations as 
expenditures occur and major improvements are capitalized.  
 
Bank-Owned Life Insurance  
 
Effective October 2007 and February 2008, the Bank purchased insurance policies on the 
lives of certain key officers. Bank-owned life insurance is reported at its cash surrender 
value, or the amount that can be realized, as o idated balance sheets
(see Note 11). 

 
Off-Balance-Sheet Credit-Related Financial Instruments 
 
In the ordinary course of business, the Bank enters into commitments to extend credit, 
including commitments under commercial letters of credit and standby letters of credit. 
Such financial instruments are considered to be guarantees; however, as the amount of the 
liability related to such guarantees on the commitment date is considered insignificant, 
these commitments are generally recorded only when they are funded. 
 
Income Taxes 
 
Deferred income tax assets and liabilities are determined using the liability (or balance 
sheet) method. Under this method, the net deferred tax asset or liability is determined 
based on the federal income tax effects of the temporary differences between the book and 
tax bases of various assets and liabilities and gives current recognition to changes in 
federal income tax rates and laws. 
 
Net Income Per Share 
 
Net income per basic share of common stock represents income available to common 
stockholders divided by the weighted-average number of common shares outstanding, 
which was 600,000 shares during each year. 
 

 
 
 
 

f t he date of the consol
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2. INVESTMENT SECURITIES 
 

The amortized cost and fair value of non-trading investment securities, including gross 
unrealized gains and losses, are as follows as of December 31: 
 
 

 Gross Gross 
Amortized Unrealized Unrealized Fair 

 2008     Cost   Gains   Losses   Value  
 

Available-for-Sale 
Government-sponsored  
 enterprises $ 11,704,456 $ 158,012 $ 2,345 $11,860,123 
State and municipal    19,008,798  251,170  108,498  19,151,470 
Mortgage-backed      
 securities  17,059,719  294,689  20,191  17,334,217 

 
Total available-for-sale  47,772,973  703,871  131,034  48,345,810 
 
Held-to-Maturity 

State and municipal     1,465,946  44,588  -   1,510,534 
Mortgage-backed  
 securities  186,498  5,966  133   192,331 

  
Total held-to-maturity  1,652,444  50,554  133  1,702,865 

 
Total $ 49,425,417 $ 754,425 $131,167 $50,048,675 
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 Gross Gross 
Amortized Unrealized Unrealized Fair 

 2007     Cost   Gains   Losses   Value  
 
Available-for-Sale 

Government-sponsored  
 enterprises $ 13,861,306 $ 46,026 $ 33,971 $ 13,873,361 
Corporate bonds  250,133  3,416  -   253,549 
State and municipal    12,294,207          101,864  81,744   12,314,327 
Mortgage-backed      
 securities  17,875,976  62,384  138,303   17,800,057 

 
Total available-for-sale  44,281,622  213,690  254,018   44,241,294 
 
Held-to-Maturity 

State and municipal     2,514,050               48,396                     -          2,562,446 
Mortgage-backed  
 securities  251,838  7,204  165   258,877 

  
Total held-to-maturity  2,765,888  55,600  165  2,821,323 

 
Total $ 47,047,510 $ 269,290 $254,183 $ 47,062,617 
 

 
Investment securities with carrying values of approximately $26,754,000 and $17,562,000 
at December 31, 2008 and 2007, respectively, were pledged to secure public deposits or for 
other purposes as permitted or required by law. 

 
The amortized cost and fair values of available-for-sale securities and held-to-maturity 
securities by contractual maturity at December 31, 2008 is summarized as follows: 

 
  Amortized  Fair 
  Cost   Value  
  Available-for-Sale  

Due in one year or less $ - $ - 
Due after one year through five years  3,126,779  3,231,077 
Due after five years through ten years  7,971,452  8,000,732 
Due after ten years  19,615,023  19,779,784 

 
Subtotal  30,713,254  31,011,593 
Mortgage-backed securities  17,059,719  17,334,217 
 
Total $47,772,973 $48,345,810 
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  Amortized  Fair 
  Cost   Value  
  Held-to-Maturity 

Due in one year or less $ 511,946 $ 517,738 
Due after one year through five years  288,000  301,567 
Due after five years through ten years  481,000  501,061 
Due after ten years  185,000  190,168 
   
Subtotal  1,465,946  1,510,534 
Mortgage-backed securities  186,498  192,331 
 
Total $ 1,652,444 $ 1,702,865 

    
 

Because of their variable payments, mortgage-backed securities are not reported by a 
specific maturity group. Proceeds from sales of available-for-sale securities amounted 
to $ -0- and $2,191,099 in 2008 and 2007, respectively. Gross realized gains amounted 
to $ -0- and $7,841 in 2008 and 2007, respectively. There were no gross realized losses 
during either year. 
 
Management evaluates investment securities for other-than-temporary impairment at 
least on a quarterly basis, and more frequently when economic or market concerns 
warrant such evaluation. Consideration is given to, among other factors, (1) the length 
of time and the extent to which the fair value has been less than cost, (2) the financial 
condition and near-term prospects of the issuer, and (3) the positive intent and ability of 
the Bank to retain its investment in the issuer for a period of time sufficient to allow for 
any anticipated recovery in fair value. 
 
Information pertaining to securities with unrealized losses aggregated by investment 
category and the length of time that individual securities have been in a continuous loss 
position is summarized as follows at December 31: 
 

  Less Than Twelve Months  Over Twelve Months  
      Total 
  Unrealized Fair Unrealized Fair Unrealized 

2008  Losses    Value   Losses   Value   Losses  
 
Securities available-for-sale 
 Government-sponsored 
  enterprises $ 2,345 $ 1,565,890 $ - $ - $ 2,345 
 State and municipal  81,710  4,645,149  26,788  470,506  108,498 
 Mortgage-backed          
  securities  16,341  2,088,092  3,850  913,640  20,191 

 
Total securities 
 available-for-sale $ 100,396 $ 8,229,131 $ 30,638 $ 1,384,146 $ 131,034 
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  Less Than Twelve Months  Over Twelve Months  
      Total 
  Unrealized Fair Unrealized Fair Unrealized 

2008  Losses    Value   Losses   Value   Losses  
 
Securities held-to-maturity 

 Mortgage-backed  
   securities $ 133 $ 73,595 $ - $ - $ 133 
 
 

2007  
 
Securities available-for-sale 
 Government-sponsored 
  enterprises $ 2,847 $ 4,035,120 $ 31,124 $ 3,169,201 $ 33,971 
 State and municipal  38,813  3,124,080  42,931  1,497,397  81,744 
 Mortgage-backed          
  securities  -  -  138,303  11,545,145  138,303 

 
Total securities 
 available-for-sale $ 41,660 $ 7,159,200 $ 212,358 $ 16,211,743 $ 254,018 
 
 
Securities held-to-maturity 

 Mortgage-backed  
   securities $ 165 $ 35,327 $ - $ - $ 165 
    
  

At December 31, 2008, the Bank had two debt securities in a position of unrealized losses 
with aggregate depreciation of 5% or more of the Bank’s amortized cost basis. The Bank 
has the positive intent and ability to hold these available-for-sale investment securities until 
maturity or forecasted market recovery, and full collection of amounts due according to the 
contractual terms of the debt is expected by management; therefore, the Bank does not 
consider these investments to be other-than-temporarily impaired at December 31, 2008. 
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3. LOANS 
 

The Bank grants commercial, consumer, and residential mortgage loans to customers 
primarily in certain South Central Michigan counties, principally Ingham, Eaton, and 
Clinton. The ability of the Bank’s debtors to honor their contracts is generally dependent 
upon the real estate and general economic conditions in this area. While substantially all of 
the consumer and residential loans are secured by various forms of collateral including real 
estate and consumer property, with commercial loans secured primarily by business assets 
and personal guarantees, borrower cash flow is the primary source of repayment. A small 
portion of loans are unsecured. 
 
Major loan classifications are summarized as follows as of December 31: 

 
  2008   2007  

 Mortgage loans on real estate 
Residential 1-4 family $ 66,142,586 $ 65,546,381 
Commercial   88,054,375  68,354,369 
Construction  5,192,710  8,342,577  
Equity lines of credit  3,149,301  5,065,963 

  Total mortgage loans on real estate  162,538,972  147,309,290 
 
Commercial  18,987,651  18,723,838 

   
  Consumer installment loans  7,671,392  7,395,532 
   
  Total loans  189,198,015  173,428,660  
  Less 
   Allowance for loan losses  2,550,000  1,800,000 
   Net deferred loan origination fees  23,370  24,066 
  
  Net loans $ 186,624,645 $ 171,604,594 

 
 
At December 31, 2008 scheduled maturities of loans with fixed rates of interest are 
summarized as follows: 
 

One year or less $ 18,329,165 
One to five years  95,911,533 
Over five years  46,914,113 
 
Total $ 161,154,811 

 
 
Variable rate loans of $28,043,204 reprice annually or more frequently. 
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The following is a summary of information pertaining to impaired and non-accrual loans as 
of December 31 or for the year then ended: 
 
  2008   2007  

 
Impaired loans: 
 Total impaired loans with a valuation 
     allowance $ 2,190,427 $ 1,167,097 
 
 Valuation allowance related to impaired loans $ 611,035 $ 274,106 
 
 Average investment in impaired loans $ 2,475,251 $ 528,674 
 
 Interest income recognized on impaired loans $ 118,208 $ 84,995 
 
 Interest income recognized on a cash basis 
    on impaired loans $ 97,750 $ 87,366 
 
Nonperforming loans: 
 Loans on nonaccrual status $ 4,117,183 $ 1,265,576 
 
 Loans past due over 90 days still on accrual $ - $ 495,741 

 
  
 No additional funds were committed to be advanced in connection with impaired loans. 
 

Nonperforming loans include both smaller balance homogeneous loans that are collectively 
evaluated for impairment and individually classified impaired loans. 
 
 

4. ALLOWANCE FOR LOAN LOSSES 
 

The following is a summary of the changes in the allowance for loan losses during the 
years ended December 31: 
  2008   2007  

 

Balance, beginning of year $ 1,800,000 $ 1,700,000  
 
Loans charged off  (794,409)  (587,124) 
Recoveries   86,724  91,414 
Net charge offs  (707,685)  (495,710) 
Provision for loan losses  1,457,685  595,710 

 
Balance, end of year $ 2,550,000 $ 1,800,000 
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5. LOAN SERVICING 
 

The Bank services loans for others which generally consists of collecting mortgage 
payments, maintaining escrow accounts, disbursing payments to investors and taxing 
authorities, and processing foreclosures. Loans serviced for others are not included in the 
accompanying consolidated balance sheets. The unpaid principal balances of mortgages 
and other loans serviced for others were approximately $19,625,000 and $15,974,000 at 
December 31, 2008 and 2007, respectively.  
 
The net carrying values of mortgage servicing rights were approximately $95,000 and 
$86,000 at December 31, 2008 and 2007, respectively. The activity pertaining to mortgage 
servicing rights was not significant during 2008 or 2007. 

 
 
6. PREMISES AND EQUIPMENT 
 

A summary of the cost and accumulated depreciation of premises and equipment is as 
follows at December 31: 
 
  2008   2007  

 
Land and improvements $ 2,002,710 $ 1,890,441  
Buildings and improvements  3,935,986  3,797,035 
Furniture and equipment  3,070,761  2,966,181 
 
Total premises and equipment  9,009,457  8,653,657 
Less accumulated depreciation  4,123,158  3,854,823 

 
Premises and equipment, net $ 4,886,299 $ 4,798,834 

 
 
Depreciation expense amounted to $320,904 and $320,360 in 2008 and 2007, respectively. 
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7. DEPOSITS 
 

The following is a summary of the distribution of deposits at December 31: 
 

       2008      2007      
Interest bearing 
   NOW accounts $ 15,159,079 $ 13,738,114 
   Savings  55,460,262  47,363,399 
   Time, $100,000 and over  52,265,421  50,571,283 
   Other time   63,492,556  63,484,919 

 
  Total interest bearing  186,377,318  175,157,715 

Noninterest bearing demand     29,196,922    29,023,918 
 
Total deposits $215,574,240 $ 204,181,633 

 
 
Interest expense on time deposits issued in denominations of $100,000 or more was 
$2,183,216 and $2,445,081 in 2008 and 2007, respectively. 
 
Scheduled maturities of time deposits for each of the five years succeeding December 31, 
2008 and thereafter are summarized as follows: 

 
2009 $ 57,197,489 
2010   29,272,189 
2011  10,230,272 
2012       8,582,728 
2013  10,321,880 
Thereafter    153,419 
 
Total  $115,757,977 

         
 
8. FHLB ADVANCES 
 

Federal Home Loan Bank advances are collateralized by a blanket lien on all qualified  
1-to-4 family whole mortgage loans and U.S. government agency securities with combined 
carrying values of approximately $55,248,000 and $16,471,000 at December 31, 2008 and 
2007, respectively. During 2008, the Bank increased the amount of collateral pledged to the 
FHLB to increase the Bank’s borrowing limit to create the possibility of additional 
liquidity. Required principal payments are $1,000,000 in 2009, $5,000,000 in 2010, 
$8,000,000 in 2011, $5,000,000 in 2012, $7,000,000 in 2013, and $100,000 in 2021. 
Interest is charged on these advances at fixed annual rates ranging from 2.74% to 4.92%. 
At December 31, 2008, the Bank also had $7,000,000 in borrowing availability under 
short-term lines of credit. 
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9. FEDERAL INCOME TAXES 
 

The provision for federal income taxes consists of the following components for the years 
ended December 31: 
  2008   2007  

 
 Currently payable $ 568,000 $ 512,000  
 Deferred benefit   (263,000)  (156,000) 
  
 Total provision $ 305,000 $ 356,000 
 

 

A reconciliation of the provision for federal income taxes and the amount computed by 
applying the statutory federal income tax rates to income before federal income taxes is as 
follows for the years ended December 31: 
  2008   2007  

  
Income taxes at statutory rate  $ 547,000 $ 570,000 

   Effect of tax-exempt interest income    (225,000)  (245,000) 
Effect of nondeductible interest expense  31,000  43,000 
Other reconciling amounts  (48,000)  (12,000) 
 
Income taxes reported  $ 305,000 $ 356,000 
 
 

The components of the net deferred tax asset included within other assets resulted from the 
following temporary differences between the carrying amounts of assets and liabilities for 
federal income tax and financial reporting purposes as of December 31: 
 
  2008         2007  
 Deferred tax assets:  
  Allowance for loan losses $ 697,701 $ 417,881 
  Deferred compensation  116,249  130,838 

   Unrealized loss on available-for-sale securities  -  13,712 
  Other  156,279  89,025 
  
 Total deferred tax assets  970,229  651,456 

  
 Deferred tax liabilities:  
  Premises and equipment  (320,788)  (259,398) 
  Mortgage servicing rights  (32,096)  (29,297) 
  Prepaid expenses  (40,854)  (35,558) 
  FHLB stock  (25,645)  (25,645) 
  Unrealized gain on available-for-sale securities  (194,765)  - 
  
 Total deferred tax liabilities  (614,148)  (349,898) 

  
 Net deferred tax asset $ 356,081 $ 301,558 
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In July 2006, the Financial Accounting Standards Board issued Interpretation No, 48, 
Accounting for Uncertainty in Income Taxes (“FIN No. 48”), an interpretation of Statement 
of Financial Accounting Standards No. 109, Accounting for Income Taxes. FIN No. 48 
seeks to reduce the significant diversity in practice associated with financial statement 
recognition and measurement in accounting for income taxes and prescribes a recognition 
threshold and measurement attribute for disclosure of tax positions taken or expected to be 
taken on an income tax return, in order for those tax provisions to be recognized in the 
Bank’s financial statements. The adoption of FIN No. 48 in 2007 had no effect on the 
Corporation’s financial statements for either 2008 or 2007. 
 
The Corporation and its subsidiaries are subject to U.S. federal income tax. The 
Corporation is no longer subject to examination by taxing authorities for years before 
2005. The Corporation does not expect the total amount of unrecognized tax benefits to 
significantly increase in the next twelve months. 
 
The Corporation recognizes interest and/or penalties related to income tax matters in 
income tax expense. The Corporation does not have any amounts accrued for interest and 
penalties at December 31, 2008 and is not aware of any claims for such amounts by federal 
income tax authorities. 

 
 

10. NONINTEREST INCOME 
 

Noninterest income consists of the following amounts for the years ended December 31: 
   

  2008      2007     
 

Fees and service charges  $ 1,236,010 $ 1,155,175 
  Gain on loans sold   35,051  9,263 
  Other   423,455  220,077 
 

Total noninterest income  $ 1,694,516 $ 1,384,515 
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11. EMPLOYEE BENEFIT PLANS 
 

Profit Sharing 
 
The Bank sponsors a profit sharing plan covering employees who work 1,000 or more 
hours per year, have one or more years of continuous service, and who are 21 or older. 
Contributions to the plan are based on a percentage of eligible salaries, limited to the 
amount deductible for federal income tax purposes. Contributions to the profit sharing plan 
are determined annually by the Board of Directors. The cost of the plan was $122,000 and 
$119,000 in 2008 and 2007, respectively. 
 
Deferred Compensation 
 
The Bank also maintains two executive deferred compensation plans for certain officers 
and directors. The first plan includes participants that elected to defer compensation over 
eight years in exchange for a predetermined benefit after retirement. During 2003, a second 
plan was implemented to fund a defined contribution for selected employees at the 
discretion of the Board of Directors. Plan expenses are allocated over years of service or 
based upon the current amount of the defined contributions. Expense for these plans was 
approximately $22,000 and $24,000 in 2008 and 2007, respectively.  

 
Bank-Owned Life Insurance 
 
Effective October 2007, the Bank invested $3,600,000 in a single premium, bank-owned, 
endorsement split-dollar, whole life insurance program. Effective February 2008, the Bank 
invested $1,400,000 in a separate single premium, bank-owned, endorsement split-dollar, 
whole life insurance program. Bank-owned life insurance is an alternative investment 
vehicle, generally non-liquid, which may produce additional earnings to offset, and later 
fund, various employee supplemental benefit expenses. The cash surrender value of these 
policies were approximately $5,271,000 and $3,641,000 at December 31, 2008 and 2007, 
respectively. The earnings on the policies are not taxed unless withdrawn or surrendered 
prior to the death of the insured. The increase in cash surrender value of the policies, which 
was approximately $229,000 and $41,000 in 2008 and 2007, respectively, is included in 
noninterest income in the accompanying consolidated statements of income. 
 
As of December 31, 2008, the nature and amount of benefits promised by the Bank to the 
covered officers had not yet been finalized. If determined to be necessary based on the 
nature and amount of benefits promised by the Bank (once finalized), an accrued liability 
would begin to be recorded effective the later of the date the employee benefits are 
specified, or January 1, 2009. 
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12. RELATED PARTY TRANSACTIONS 
 
Loans 
 
In the ordinary course of business, the Bank grants loans to certain directors and executive 
officers and their affiliates. Annual activity approximated the following amounts during the 
years ended December 31:  

 
  2008   2007  

 
  Beginning balance, January 1 $ 1,865,000 $ 1,324,000 
  New loans  238,000    1,682,000  
  Repayments  (332,000)  (1,141,000) 
 
  Ending balance, December 31 $ 1,771,000 $ 1,865,000 

    
 
Deposits 

 
Deposits of Bank directors and executive officers and their affiliates were approximately 
$1,621,000 and $1,743,000 at December 31, 2008 and 2007, respectively. 

 
Leases 

 
Through mid-2007, the Bank leased operational office space from a Director of the 
Corporation. Rent expense was $ -0- and $18,205 in 2008 and 2007, respectively. 
 
The Bank rents storage space on a month-to-month basis from another Director of the 
Corporation for approximately $4,000 annually. 

 
 
13. SUPPLEMENTAL CASH FLOWS INFORMATION 
 

Non-Cash Investing Activities  
 
During 2008 and 2007 collateral was foreclosed and repossessed related to loans receivable 
of approximately $132,000 and $243,000, respectively, which amounts were then 
transferred to foreclosed and repossessed assets.  
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Other Cash Flows Information  
 

Cash paid for interest and federal income taxes amounted to the following during the years 
ended December 31: 
  2008   2007  

 
  Interest $ 6,761,575 $ 7,123,579 

 
  Federal income taxes $ 775,441 $ 545,800 
 

 
14. OFF-BALANCE SHEET ACTIVITIES 
 
 Credit-Related Financial Instruments 
 

The Bank is a party to credit related financial instruments with off-balance sheet risk in the 
normal course of business to meet the financing needs of its customers. These financial 
instruments include commitments to extend credit, standby letters of credit, and 
commercial letters of credit. Such commitments involve, to varying degrees, elements of 
credit and interest rate risk in excess of the amount recognized in the consolidated balance 
sheets. The Bank’s exposure to credit loss is represented by the contractual amount of 
these commitments. The Bank follows the same credit policy in making commitments, 
including collateral, as it does for on-balance sheet instruments; no significant losses are 
anticipated as a result of these commitments. 
 
At December 31, 2008 and 2007, the following financial instruments were outstanding 
whose contract amounts represent credit risk:  

   Contract Amount  
  2008   2007  

 
 Unfunded commitments under lines of credit $ 19,133,778 $ 21,061,032 
 Commitments to grant loans  9,415,145  11,408,691 
 Commitments under overdraft protection  
  agreements  3,405,379  3,449,314 
 Commercial and standby letters of credit  158,364  154,400 
  
 
Commitments to extend credit are agreements to lend to a customer as long as there is no 
violation of any condition established in the contract. Commitments generally have fixed 
expiration dates or other termination clauses and may require payment of a fee. The 
commitments may expire without being drawn upon. Therefore, the total commitment 
amounts do not necessarily represent future cash requirements. The amount of collateral 
obtained, if it is deemed necessary by the Bank, is based on management’s credit 
evaluation of the customer. 
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Unfunded commitments under commercial lines-of-credit, revolving credit lines, and 
overdraft protection agreements are commitments for possible future extensions of credit 
to existing customers. These lines-of-credit are generally uncollateralized and usually 
contain a specified maturity date and may not be drawn upon to the total extent to which 
the Bank is committed. 
 
Commercial and standby letters-of-credit are conditional commitments issued by the Bank 
to guarantee the performance of a customer to a third party. Those letters-of-credit are 
primarily issued to support public and private borrowing arrangements. Essentially all 
letters-of-credit issued have expiration dates within one year. The credit risk involved in 
issuing letters-of-credit is essentially the same as that involved in extending loan facilities 
to customers. The Bank generally holds collateral supporting those commitments if 
deemed necessary and at December 31, 2008 and 2007 such collateral amounted to 
approximately $201,000 and $180,000, respectively. Guarantees that are not derivative 
contracts are recorded on the Bank’s consolidated balance sheet at their fair value at 
inception. The Bank considers standby letters of credit to be guarantees; however, since the 
amount of the estimated liability related to such guarantees on the commitment date is not 
significant, a liability related to such guarantees is not recognized at December 31, 2008. 

 
 
15. ON BALANCE SHEET DERIVATIVE INSTRUMENTS 
 

Interest Rate Risk Management – Derivative Instruments not Designated as Hedging 
Instruments 
 
Certain derivative instruments do not, or are not designated to, meet Statement of Financial 
Accounting Standards No. 133 hedging requirements. These undesignated derivative 
instruments are recognized on the consolidated balance sheet at fair value, with changes in 
fair value recorded in other noninterest income. 
 
Derivative Loan Commitments 
 
Mortgage loan commitments are referred to as derivative loan commitments if the loan that 
will result from exercise of the commitment will be held for sale upon funding. The Bank 
enters into commitments to fund residential mortgage loans at specified times in the future, 
with the intention that these loans will subsequently be sold in the secondary market. A 
mortgage loan commitment binds the Bank to lend funds to a potential borrower at a 
specified interest rate and within a specified period of time, generally up to 60 days after 
inception of the rate-lock. 
 
Outstanding derivative loan commitments expose the Bank to the risk that the price of the 
loans arising from exercise of the loan commitment might decline from inception of the 
rate lock to funding of the loan due to increases in mortgage interest rates. If interest rates 
increase, the value of these loan commitments decreases. Conversely, if interest rates 
decrease, the value of these loan commitments increases. The notional amount of 
undesignated mortgage loan commitments was approximately $ -0- and $87,000 at 
December 31, 2008 and 2007, respectively.  
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Forward Loan Sale Commitments 
 
To protect against the price risk inherent in derivative loan commitments, the Bank utilizes 
both “mandatory delivery” and “best efforts” forward loan sale commitments to mitigate 
the risk of potential decreases in the values of loans that would result from the exercise of 
the derivative loan commitments. 
 
With a “mandatory delivery” contract, the Bank commits to deliver a certain principal 
amount of mortgage loans to an investor at a specified price on or before a specified date. 
If the Bank fails to deliver the amount of mortgages necessary to fulfill the commitment by 
the specified date, it is obligated to pay a “pair-off” fee, based on then-current market 
prices, to the investor to compensate the investor for the shortfall. 
 
With a “best efforts” contract, the Bank commits to deliver an individual mortgage loan of 
a specified principal amount and quality to an investor if the loan to the underlying 
borrower closes. Generally, the price the investor will pay the seller for an individual loan 
is specified prior to the loan being funded (e.g., on the same day the lender commits to lend 
funds to a potential borrower). 
 
The Bank expects that these forward loan sale commitments will experience changes in 
fair value opposite to the change in fair value of derivative loan commitments. The 
notional amount of undesignated forward loan sale commitments was $ -0- and $87,000 at 
December 31, 2008 and 2007, respectively. 
 
The fair values of the rate-lock loan commitments related to the origination or acquisition 
of mortgage loans that will be held for sale and the forward loan sale commitments are 
deemed insignificant by management and, accordingly, are not recognized in these 
consolidated financial statements. 
 
Collateral Requirements 
 
To reduce credit risk related to the use of derivative instruments, the Bank might deem it 
necessary to obtain collateral. The amount and nature of the collateral obtained is based on 
the Bank’s credit evaluation of the customer. If the counterparty does not have the right 
and ability to redeem the collateral or the Bank is permitted to sell or re-pledge the 
collateral on short notice, the Bank records the collateral on the consolidated balance sheet 
at fair value with a corresponding obligation to return it. 
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16. REGULATORY REQUIREMENTS  
 

Capital Requirements 
 
The Corporation (on a consolidated basis) and the Bank are subject to various regulatory 
capital requirements, including restrictions on dividends, administered by the federal 
banking agencies. Failure to meet minimum capital requirements can initiate certain 
mandatory and possible additional discretionary actions by regulators that, if undertaken, 
could have a direct material effect on the Corporation’s and the Bank’s financial 
statements. Under capital adequacy guidelines and the regulatory framework for prompt 
corrective action, the Corporation and the Bank must meet specific capital guidelines that 
involve quantitative measures of their assets, liabilities, capital, and certain off-balance-
sheet items as defined in the regulations and calculated under regulatory accounting 
practices. The capital amounts and classification are also subject to qualitative judgments 
by the regulators about components, risk weightings, and other factors.   
 
Quantitative measurements established by regulation to ensure capital adequacy require the 
Corporation and the Bank to maintain minimum amounts and ratios (set forth in the 
following table) of total and Tier 1 capital (as defined in the regulations) to risk-weighted 
assets (as defined) and Tier 1 capital to average assets (as defined). Management believes, 
as of December 31, 2008 and 2007, that the Corporation (on a proforma basis in 2007) and 
the Bank met all capital adequacy requirements to which they are subject. 

 
As of December 31, 2008, the most recent notification from the Federal Deposit Insurance 
Corporation categorized the Bank as well capitalized under the regulatory framework for 
prompt corrective action. To be categorized as well capitalized, an institution must 
maintain minimum total risk-based, Tier 1 risk-based, and Tier 1 leverage ratios as set 
forth in the following tables. There are no conditions or events since the notification that 
management believes have changed the Bank’s category. The Bank’s actual capital 
amounts and ratios as of December 31, 2008 and 2007 are also presented in the table. 
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        Minimum 
        To Be Well 
        Capitalized 
     Minimum   Under Prompt 
     Capital   Corrective 
    Actual   Requirement  Action Provisions 
 As of December 31, 2008 Amount Ratio Amount  Ratio Amount      Ratio 

 (Dollars in thousands) 
Total capital to risk 
 weighted assets 
  Consolidated $ 25,656   13.81% $ 14,867  8.0% $ N/A    N/A% 
  The Dart Bank  25,647 13.80  14,867 8.0  18,585 10.0 

  
 Tier 1 capital to risk 

 weighted assets  
  Consolidated  23,330 12.55  7,434 4.0  N/A N/A 
  The Dart Bank  23,321 12.55  7,434 4.0  11,151 6.0 

 
 Tier 1 capital to 

 average assets   
  Consolidated  23,330 8.92  10,461 4.0  N/A N/A 
  The Dart Bank  23,321 8.92  10,461 4.0  13,076 5.0 

 
As of December 31, 2007 (see Note 20) 
 
Total capital to risk 
 weighted assets 
  Consolidated (Proforma) $ 24,852 14.85% $ 13,389 8.0% $ N/A N/A% 
  The Dart Bank  24,852 14.85  13,389 8.0  16,737 10.0 

  
 Tier 1 capital to risk 

 weighted assets  
  Consolidated (Proforma)  23,052 13.77  6,695 4.0  N/A N/A 
  The Dart Bank     23,052 13.77    6,695 4.0  10,042 6.0 

 
 Tier 1 capital to 

 average assets   
  Consolidated (Proforma)  23,052 9.63  9,572 4.0  N/A N/A 
  The Dart Bank  23,052 9.63  9,572 4.0  11,965 5.0 

 
 

Restrictions on Cash and Amounts Due from Banks 
 
The Bank is required by regulatory agencies to maintain legal cash reserves based on the 
level of certain customer deposits. Required reserve balances were $930,000 and $868,000 
at December 31, 2008 and 2007, respectively. 
 
Regulatory Capital Transfers 

 
During 2008 and 2007, prior to the reorganization described in Note 20, the Bank effected 
capital transfers of $3,000,000 and $4,000,000, respectively, from retained earnings to 
common stock in order to increase its legal lending limit. 
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17. CONTINGENCIES 
 
Litigation 
 
The Corporation may be party to litigation arising during the normal course of business. 
There were no claims outstanding as of December 31, 2008 that in management’s opinion 
would have a material effect on the consolidated financial statements. 

 
Environmental Issues 
 
As a result of acquiring real estate in foreclosure proceedings, the Bank is subject to 
potential claims and possible legal proceedings involving environmental matters. No such 
claims have been asserted at December 31, 2008. 
 
 

18. FAIR VALUE 
 

The Corporation utilizes fair value measurements to record fair value adjustments to certain 
assets and liabilities and to determine fair value disclosures. Investments in available-for-
sale securities, trading securities, derivatives (if material), and certain liabilities are 
recorded at fair value on a recurring basis. Additionally, from time to time, the Corporation 
may be required to record at fair value other assets on a nonrecurring basis, such as held-
for-sale loans, investments in foreclosed assets, mortgage servicing rights, and certain other 
assets and liabilities. These nonrecurring fair value adjustments typically involve the 
application of lower of cost or market accounting or write-downs of individual assets. 

 
Fair Value Hierarchy 

 
Under SFAS 157, the Corporation groups assets and liabilities at fair value into three 
categories, based on the markets in which the assets and liabilities are traded and the 
reliability of the assumptions used to determine fair value. These levels are: 

 
Level 1:  Valuation is based upon quoted prices for identical instruments traded in 
active markets. 
 
Level 2:  Valuation is based upon quoted prices for similar instruments in active 
markets, quoted prices for identical or similar instruments in markets that are not active, 
and model-based valuation techniques for which all significant assumptions are 
observable in the market. 
 
Level 3: Valuation is generated from model-based techniques that use at least one 
significant assumption not observable in the market. These unobservable assumptions 
reflect estimates of assumptions that market participants would use in pricing the asset 
or liability. 
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Following is a description of the valuation methodologies used for assets and liabilities 
recorded at fair value. 

 
Investment Securities: Investment securities are recorded at fair value on a recurring 
basis. Fair value measurement is based upon quoted prices, if available. If quoted prices are 
not available, fair values are measured using independent pricing models or other model-
based valuation techniques such as the present value of future cash flows, adjusted for the 
security’s credit rating, prepayment assumptions, and other factors such as credit loss and 
liquidity assumptions. Level 1 securities include those traded on an active exchange, such 
as the New York Stock Exchange, U.S. Treasury securities that are traded by dealers or 
brokers in active over-the-counter markets, and money market funds. Level 2 securities 
include mortgage-backed securities issued by government-sponsored entities, municipal 
bonds, and corporate debt securities traded in active markets. Securities classified as Level 
3 include securities in less liquid markets, including illiquid markets in some instances.  

 
Loans: The Corporation does not record loans at fair value on a recurring basis. However, 
from time to time, a loan is considered impaired and an allowance for loan losses is 
established. Loans for which it is probable that payment of interest and principal will not be 
made in accordance with the contractual terms of the loan agreement are considered 
impaired. Once a loan is identified as individually impaired, management measures 
impairment in accordance with SFAS No. 114, Accounting by Creditors for Impairment of 
a Loan (“SFAS 114”). The fair value of impaired loans is estimated using one of several 
methods, including collateral value, market value of similar debt, enterprise value, 
liquidation value, and discounted cash flows. Those impaired loans not requiring an 
allowance represent loans for which the fair value of the expected repayments or collateral 
exceed the recorded investments in such loans. At December 31, 2008, substantially all of 
the total impaired loans were evaluated based on the fair value of the collateral. Impaired 
loans where an allowance is established based on the fair value of collateral require 
classification in the fair value hierarchy. When the fair value of the collateral is based on an 
observable market price or a current appraised value, the Corporation reports the impaired 
loan as nonrecurring Level 2. When a current appraised value is not available or 
management determines the fair value of the collateral is further impaired below the 
appraised value and there is no observable market price, the Corporation reports the 
impaired loan as nonrecurring Level 3. 

 
Loan Servicing Rights: Loan servicing rights are subject to impairment testing. A 
valuation model, which utilizes a discounted cash flow analysis using interest rates and 
prepayment speed assumptions currently quoted for comparable instruments and a discount 
rate determined by management, is used for impairment testing. If the valuation model 
reflects a value less than the carrying value, loan servicing rights are adjusted to fair value 
through a valuation allowance as determined by the model. As such, the Company 
classifies loan servicing rights subjected to nonrecurring fair value adjustments as Level 3. 
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Assets and Liabilities Recorded at Fair Value on a Recurring Basis 
 

The table below presents the recorded amount of assets and liabilities measured at fair 
value on a recurring basis: 

 
December 31, 2008  Total   Level 1   Level 2   Level 3  
 
Investment securities $ 48,345,810 $ - $48,345,810 $ - 
 
Assets and Liabilities Recorded at Fair Value on a Nonrecurring Basis 

 
The following table presents the carrying value of those assets measured at fair value on a 
nonrecurring basis, for which impairment was recognized in the current year. 
 
  Total 
  Carrying 
December 31, 2008  Value   Level 1   Level 2   Level 3  

 
Loans (1)  $ 2,190,427 $ - $ 2,190,427 $ - 
 
(1) Impaired loans, which are measured for impairment using the fair value of the collateral 

for collateral dependent loans, had a carrying amount of $2,801,462, resulting in an 
additional provision for loan losses of $611,035 for the year. 
 

 
19. FAIR VALUES OF ALL FINANCIAL INSTRUMENTS 

 
Disclosure of the estimated fair values of financial instruments, which differ from their 
carrying values, often requires the use of estimates. In cases where quoted market prices 
are not available, the Corporation uses present value techniques to estimate the fair values 
of financial instruments. These valuation methods require considerable judgment, and the 
resulting estimates of fair value can be significantly affected by the assumptions made and 
methods used. Accordingly, the estimated amounts provided herein do not necessarily 
indicate amounts which could be realized in a current exchange. Furthermore, as the 
Corporation typically holds the majority of its financial instruments until maturity, it does 
not expect to realize all of the estimated amounts disclosed. The disclosures also do not 
include estimated fair value amounts for items which are not defined as financial 
instruments, but which have significant value. These include such items as core deposit 
intangibles, the future earnings of significant customer relationships, and the value of other 
fee-generating businesses. The Corporation believes the imprecision of an estimate could 
be significant. 
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Following is a description of the methods and assumptions used in estimating fair value 
disclosures for financial instruments: 
 

Cash and Cash Equivalents 
 
The carrying amounts of cash and short-term instruments approximate fair values. 
 
Interest Bearing Deposits in Banks 
 
The carrying amounts of interest-bearing deposits maturing within ninety days 
approximate their fair values. Fair values of other interest-bearing deposits are 
estimated using discounted cash flow analysis based on current rates for similar types 
of deposits. 
 
Investment Securities and Federal Home Loan Bank (FHLB) Stock 
 
Fair values for securities, excluding Federal Home Loan Bank Stock, are generally 
based on quoted market prices, as described in Note 18. The carrying value of Federal 
Home Loan Bank Stock approximates fair value. 
 

Loans Receivable 
 
For variable-rate loans that reprice frequently and with no significant change in credit 
risk, fair values are based on carrying values. Fair values for other loans (e.g., real 
estate mortgage, agricultural, commercial, and installment) are estimated using 
discounted cash flow analyses, using interest rates currently being offered for loans 
with similar terms to borrowers of similar credit quality. The resulting amounts are 
adjusted to estimate the effect of declines, if any, in the credit quality of borrowers 
since the loans were originated. Fair values for non-performing loans are estimated 
using discounted cash flow analyses or underlying collateral values, where applicable. 
 
Accrued Interest Receivable 
 

The carrying amounts reported on the consolidated statements of financial position for 
accrued interest receivable approximate their fair value. 
 
Interest and Noninterest Bearing Deposit Liabilities 
 
The fair values for demand deposits (i.e., interest and noninterest bearing checking, 
savings, and money market accounts) are, by definition, equal to the amount payable on 
demand at the reporting date (i.e., their carrying amounts). Fair values for interest-
bearing deposits (time deposits) with defined maturities are based on the discounted 
value of contractual cash flows, using interest rates currently being offered for deposits 
of similar maturities. The fair values for variable-interest rate certificates of deposit 
approximate their carrying value. 
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Mortgage Servicing Rights 
 
Fair value is determined using prices for similar assets with similar characteristics, 
when available, or based upon discounted cash flow analysis. 
 
FHLB Borrowings 
 
The fair values of the Bank’s FHLB borrowings are estimated using discounted cash 
flow analyses based on the Bank’s current incremental borrowing rates for similar types 
of borrowing arrangements. 
 
Accrued Interest  
 
The carrying amounts reported on the consolidated balance sheets approximate fair 
values. 
 
Off-Balance Sheet Credit-Related Instruments 
 
The Bank’s unused loan commitments, standby letters of credit and undisbursed loans 
have no carrying amount and have been estimated to have no realizable fair value. 
Historically, a majority of the unused loan commitments have not been drawn upon 
and, generally, the Bank does not receive fees in connection with these commitments. 
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The carrying values and estimated fair values of financial instruments are summarized as 
follows (in thousands) as of December 31: 
 

  2008   2007  
  Estimated  Estimated 
 Carrying Fair Carrying Fair 
  Value   Value   Value   Value  
   Financial assets 
    Cash and due from banks $ 4,909 $ 4,909 $ 4,285 $ 4,285 
    Federal funds sold  7,166  7,166  867  867 
    Interest-bearing deposits  
       with banks  3,860  3,895  4,255  4,259 
    Investment securities  49,998  50,049  47,007  47,063 
    Loans, net  186,625  191,255  171,605  173,068 
    FHLB stock  1,305  1,305  766  766 
    Mortgage servicing rights  94  94  86  86 
    Accrued interest receivable 1,204  1,204  1,215  1,215 
 
   Financial liabilities 
    Noninterest bearing deposits 186,377  186,377  175,158  175,158 
    Interest bearing deposits  29,197  30,021  29,024  29,439 
    FHLB advances  26,100  26,641  11,100  11,100 
    Accrued interest payable  566 566  723 723 

 
 
For further information regarding the Corporation’s determination of fair value, including 
financial instruments recorded at fair value under SFAS 157, refer to Note 18. 

 
 
20. REORGANIZATION AND RECAPITALIZATION 
 

In November 2007, Dart Financial Corporation was formed to operate as a registered bank 
holding company. As part of the reorganization and recapitalization plan, all of the 600,000 
issued and outstanding shares of The Dart Bank common stock ($5 par value) were 
exchanged on a share-for-share basis for Corporation (no par value) common stock on 
July 1, 2008. The reorganization was recorded at net book value and, accordingly, there 
was no change in carrying amounts. 
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DART FINANCIAL CORPORATION 
 
 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

 
 

 

For the earliest period presented in these consolidated financial statements, common stock 
and additional paid-in capital have been restated to reflect the recapitalization as follows: 
 
  
       Additional 
           Common Stock  Paid-in Retained 
  Shares   Amount   Capital   Earnings  

  January 1, 2007 balances, as 
     previously reported  600,000 $ 3,000,000 $ 7,000,000 $ 13,017,256 
  Share-for-share exchange of  
     common stock  -  7,000,000  (7,000,000)  - 
  Retroactive reclassification of  
     Bank regulatory transfers  

   effected in 2008 and 2007  
   prior to the reorganization  -  7,000,000  -  (7,000,000) 

 
  January 1, 2007 balances, as 
     restated  600,000 $ 17,000,000 $ - $ 6,017,256 
 
 
 
 

* * * * *  
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Dart Bank has a written Affirmative Action Compliance Plan on equal employment opportunity. 
It is designed to provide guidance to management with respect to the bank’s commitment to full implementation 

of its Equal Opportunity/Affirmative Action policy.
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Donations 2008 (Partial List)

Alzheimer’s Association

American Cancer Society

American Red Cross

Angel House (Child and Family Services)

Boy Scouts of America

Camp Highfields

Capital Area Community Services, Inc.

Capital Area Humane Society

CARE

CareFree Medical and Dental

Chosen Vision

Church World Service

City Rescue Mission of Lansing

Doctors Without Borders

Eaton Community Hospice

Father John’s Fund, Inc.

Grand Ledge Emergency Assistance

Grand Ledge Music Boosters

Greater Lansing Housing Coalition

Habitat for Humanity

Haven House

Holt Community Food Bank

Holt Education Foundation

Junior Achievement

Lansing Area Safety Council

Lansing Community College Foundation

Lansing Symphony Orchestra

Loaves & Fishes Ministry

Mason Area Historical Society

Mason Public Schools Educational Foundation

Meals On Wheels

Michigan Council on Economic Education

Michigan Harvest Gathering

Mother Teresa House

Muscular Dystrophy Association

Oak Park YMCA—Invest in Youth

Old Newsboys Association

Prison Fellowship Ministries

Salvation Army

Siren/Eaton Shelter

South Side Community Kitchen

The Hundred Club

United Way

Volunteers of America

WKAR Public Radio

World Vision

Young Life

Youth Haven Ranch     
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the Dart difference

Our Mission
Our primary purposes are to meet the financial needs 

of our banking communities, 

protect and increase the value of stockholders’ investments, 

and serve the community in financial and non-financial ways.

Our bank acknowledges the interdependence of all mankind in the world 

and reaches out beyond local areas in times of need.

We are committed to creating a workplace that nurtures the well-being 

and growth of our employees.

Dart Bank Values
Community  •  Hard Work  •  Honesty

Integrity  •  Loyalty  •  Relationships

Respect  •  Stability  •  Teamwork





Mason Office 
368 S. Park Street 
P.O. Box 40 
Mason, MI 48854-0040 
(517) 676-3661 

Grand Ledge 
1020 Charlevoix 
Grand Ledge, MI 48837 
(517) 622-3278

Holt/S. Lansing 
2469 N. Cedar Street 
Holt, MI 48842-2103 
(517) 694-5083

The Administration Building 
314 S. Park Street 
Mason, MI 48854-1659 
(517) 676-3661 

www.dartbank.com




